Abstract
Introduction
In accordance with Romanian legislation and with international accounting standards (IFRS), accounting policies are the principles, bases, conventions, rules and practices applied by an entity in the preparation and presentation of annual financial statements. In Romania, according to the Order of the Minister of Public Finance no.1802 / 2014 for the approval of the Accounting Regulations on the individual annual financial statements and the consolidated annual financial statements, as subsequently amended and supplemented, the entity's administrators or persons having the obligation to manage the entity must choose those accounting policies for the operations carried out, including its own procedures for the situations provided by the legislation. Accounting policies are developed taking into account the specificity of the activity, by economic and technical specialists, knowledge of the activity carried out and the strategy adopted by the entity.
The main accounting policies for inventories refer to the choice of their valuation method and the bookkeeping mode (permanent or intermittent inventory). The main objective of this paper is the applied analysis of the impact that inventory valuation methods can have on the financial situation and financial performance.
The overall hypothesis of the study is that the accounting options for inventory valuation have a different impact on both financial position and financial performance of an entity. The research is based on the theoretical and practical approach of inventory accounting and financial analysis. There are presented existing legislative aspects in Romania, especially regarding the inventory valuation, but also aspects of the theory of financial analysis regarding the financial situation of the entity and its financial performance. In addition to the possible options under national accounting regulations, the paper also analysis accounting options that are not regulated in Romania. The practical approach is based on the use of direct observation, case study and comparative analysis.
To delineate the theme in the context of the proposed issue, we will recall the forms and the moments of inventory valuation. Thus, "depending on how the valuation is performed in time, two forms are known: current valuation and periodic valuation" [Voinea et al., 2016: 92] . The current inventory valuation is done in two moments: when entering the patrimony and leaving the patrimony, and periodical inventory valuation "is carried out in two main moments of the accounting circuit, generated by the economic operations: valuation at inventory and valuation at the balance sheet date" [Voinea et al., 2016: 95] . Given the purpose of the proposed research, we will approach the current inventory valuation, allowing the management of the entity to choose appropriate accounting options, taking into account activity-specific factors, the nature of inventories and the existing legislation.
Accounting options regarding the output inventory valuation methods

Inventories valuation methods applicable in Romania
When the inventories are used or removed from an entity, the valuation will be made at its input value or its book value.
The cost of non-fungible inventories and of those goods or services produced for distinct orders must be determined by identifying the specific individual costs. Identifying the specific individual costs means allocation of the specific costs to identifiable inventory items. This accounting treatment is appropriate for those items that are the subject of a separate order, whether purchased or produced. Specific identification cannot be used in cases where inventory contain a large number of elements, which are usually fungible.
The cost of fungible inventory (goods of any kind that cannot be distinguished substantially from each other) can be calculated by applying one of the following methods: the weighted average method, First In -First Out Method (FIFO), Last In -First Out Method (LIFO).
The weighted average method (WAC) calculates the cost of each item based on the weighted average cost of similar items in stock at the beginning of the period and the cost of similar items produced or purchased during the period. The average can be calculated periodically or after each reception and the calculation period should not exceed the average storage time.
The weighted average method calculated at the end of the period, also called the global weighted average method (WACg), consists in a single inventory evaluation at the end of calculation period. Applying this method, during the calculation period only the inputs are recorded in quantity and in value, while the outputs are recorded only in quantity. At the end of the calculation period, it's calculated the total or global weighted average cost and all outputs are evaluated. The weighted average cost calculated after each input means that after each input, a weighted average cost is calculated (WACei).
According to the First In -First Out Method (FIFO), the outputs are valued at the procurement cost or production cost of the first input (batch). As the lot is finished, the inventory are valued at the procurement or production cost of the next batch, in chronological order.
According to the Last In -First Out Method (LIFO), the outputs are valued at the procurement cost or production cost of the last input (batch). As the lot is finished, the inventory are valued at the procurement or production cost of the anterior batch, in chronological order.
Depending on the type of activity, in order to determine the cost, it can be used also the standard cost method, in the production activity or the retail price method, in the retail trade.
The standard cost takes into account the normal levels of consumption of materials and consumables, labor, efficiency and production capacity. These levels should be reviewed periodically and adjusted, if necessary, according to the existing conditions at a given time. If there are price differences from the procurement or production cost, it must be accounted separately and being recognized in the cost of the asset. The distribution of price differences on the value of outputs and inventory should be made using a distribution coefficient. This coefficient is multiplied by the value of outputs at the registration price and the resulting amount is recorded in the corresponding accounts of the outputs. At the end of the period, the balances of the difference accounts are cumulated with the balances of the inventory accounts, at the registration price, so these accounts reflect the value of the inventories at the procurement cost or production cost, depending on the case. The price differences are allocated proportionally, both to the value of outputs and the remaining goods. In the retail trade, the retail price method might be used to determine the cost of large and fast moving inventories, that have the same margin and for which it is not practical to use another method. In this situation, the cost of the goods sold is calculated by deducting the amount of the gross margin from the sale price of the inventory. Any change in the sales price implies the recalculation of the gross margin.
According to the International Financial Reporting Standards and International Accounting Standard 2 -Inventories, the output inventory valuation methods recommended to be used are: FIFO method and the weighted average method.
Methods of inventories valuation non-applicable in Romania
Besides the methods of inventory valuation that apply in Romania, others output inventory valuation methods are known and used.
Next In -First Out Method (NIFO) consists in evaluation of inventory at the replacement value, based on the last invoice price (or based on the price of the next invoice). It's the value the enterprise will accept to pay for buying a substitution good that will generate the same goods and services flow, in the same operating conditions. Generally, this price it's the same as the market price or the substitution cost. NIFO Method is appreciated in Europe because its proximity of the evaluation moment (it is taken into account the last invoice, a moment closer to the current one), compared with FIFO method, for example, where the materials or goods could be purchased long time before. Considering the way of application, NIFO Method is similar to the LIFO Method.
Highest In -First Out Method (HIFO) means that the inventory with the highest input value will be the first to be used or removed from the patrimony. No matter the period, the impact on the profit and loss account will be that the inventory expenses will register the highest possible value, causing the lowest financial result.
Lowest In -First Out Method (LOFO) consists in using or removing first from the patrimony, the inventory with the lowest input value. As the impact on profit and loss account, no matter the period, the inventory expenses will be the lowest possible, causing the highest financial result.
The impact of inventory valuation methods on both financial situation (position) and financial performance of the entity
Output inventory valuation methods, influence from an accounting point of view, both the remaining inventory's value (final inventory) and the value of inventory expenses (costs) recorded during the analyzed period. Starting from those two indicators, we will highlight the impact on the financial position (in Figure 1. ) and the financial performance of the entity (in Figure 2. ). 
Applied analysis of the impact of inventory valuation methods
In order to analyze the impact of inventories valuation methods on financial position and financial performance, we will use a case study on the example of a company (Alfax S.R.L.), founded in 01.12.N, whose main activity is the wholesale trade of fungible goods. From the fiscal point of view, the company is a micro-enterprise with 5 employees, so it is liable to pay the income tax, with a quota of 1% (according to the Law 227/2015 regarding the Fiscal Code, with subsequent amendments and completions). The inventory valuation method does not influence the company's revenue, so there will be no tax implications. The situation of the main economic and financial indicators of the company is presented in Table 1 . During the same period, the following sales operations were recorded (Table 3) : We point out that Alfax S.R.L. uses the LIFO method for valuing output inventories. After the application of the inventories evaluation methods, which are regulated (accepted) in Romania, the following results were obtained (Table 4) : The results obtained by using the non-applicable (non-regulated) inventories evaluation Methods in Romania are presented in Table 5 . Table 5 . Inventories indicators, Alfax S.R.L.
INDICATORS NIFO HIFO LOFO
Existing inventory (LEI) 0 0 0 Inputs (LEI) 78900,00 78900,00 78900,00
Outputs (LEI) 67800,00 67900,00 67200,00
Final inventory (LEI) 11100,00 11000,00 11700,00
(Source: Authors processing using hypothetical data)
The impact of inventory valuation methods on the financial position of a company is shown, using the main financial indicators, in Table 6 . Inventory turnover ratio (number of times) 9,54 9,45 9,43 9,55 9,68 9,72 9,19
Analyzing the impact of all inventories valuation methods, we note that the main indicators that characterize the enterprise's financial situation, have the best values when it's used the LOFO method and the weakest values when HIFO method is used.
The impact of inventory valuation methods on financial performance is shown, using the main indicators, in Table 7 . Analyzing the impact of the applicable valuation methods in Romania, it is noticed that the financial performances are lower in the case of the LIFO method and the highest values are for the FIFO method.
Concerning the impact of the other methods (not-applicable in Romania), we can see that the lowest financial performance was obtained using the HIFO method (which gives priority to the inventory outputs with the highest value) and the values of the higher financial performance was obtained using the LOFO method (where inventory costs are the lowest).
Conclusion
Based on the theoretical study and applied analysis, we can conclude that the hypothesis according to which the inventory accounting options have a different impact on both the financial position and the financial performance of an entity is verified and confirmed.
Therefore, persons who are legally responsible for choosing an inventory valuing method at the entity level may consider its influence not only on the net result of the financial exercise (as it often happens), but also on the other results, performances and indicators which characterize the financial situation from several perspectives.
In addition, even if some of the presented and analyzed methods are not applicable in Romania at this time, we believe their good knowledge comes to consolidate the basis of some future arguments about the opportunities of their use.
